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DETAILED ACTION 
Claim Rejections - 35 USC § 101 

1. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

2. Claims 1-5 and 8-1 1 are rejected under 35 U.S.C. 101 because the claims represent 
abstract ideas that do not provide a practical application in the technological arts. There 
is no computer performing any steps; therefore, applicant is advised to embed a 
computer or process or module into these claims in order to overcome this rejection. 

Claim Rejections - 35 USC § 103 

3. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

4. This application currently names joint inventors. In considering patentability of the 
claims under 35 U.S.C. 1 03(a), the examiner presumes that the subject matter of the 
various claims was commonly owned at the time any inventions covered therein were 
made absent any evidence to the contrary. Applicant is advised of the obligation under 
37 CFR 1 .56 to point out the inventor and invention dates of each claim that was not 
commonly owned at the time a later invention was made in order for the examiner to 
consider the applicability of 35 U.S.C. 103(c) and potential 35 U.S.C. 102(e), (f) or (g) 
prior art under 35 U.S.C. 103(a). 
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5. Claims 1-20 are rejected under 35 U.S.C. 103(a) as being unpatentable over Downs 
et al., U. S. Patent 6,574,609. 

As to claim 1 , Downs teaches a method of supplying medium having an identifier 
for the collection of transactional amounts incurred in using privileged content, 
comprising the steps of: selling the medium at a price includes a payment amount; 
sending the payment amount to a clearinghouse account referenced by said identifier 
(column 9 lines 56-62 and column 1 1 lines 40-52 and column 28 lines 4-7 and column 
41 lines 14-20). 

Downs does not specifically teach the selling price includes a pre-payment 
amount. However, the payment amount in Downs' teaching has to be authenticated 
before allowing the user to using the privileged content (column 18 lines 20-57). In 
addition, Downs teaches using different financial models to distribute the privileged 
content (column 12 lines 36-48). It would have been obvious to one of ordinary skill in 
the art to allow the selling price in Downs' teaching to include a pre-payment amount for 
better ensuring the royalty payment to the content provider. 

As to claim 2, Downs teaches said medium is consumable (column 9 lines 29-38 
and Fig. 16). 

As to claim 3, the modified method of Downs teaches confirming that the medium 
has been sold before sending the pre-payment amount (column 18 line 15-22 and see 
claim 1 above). 
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As to claim 4, Downs teaches said medium is a member of the class of 
consumable articles consisting of recordable compact discs, or mini-discs (column 57 
lines 45-62). 

As to claim 5, Downs teaches a method of providing for the collection of royalty 
payments for privileged content, comprising (column 40-52): 

a) Providing an first identifier and a royalty amount to a clearinghouse to 
establish a first account reference by said first identifier (column 9 lines 56-62 
and column 39 lines 3-4); 

b) Receiving a key which corresponds to said first identifier (column 16 lines 5- 
12); 

c) Combining said key with the privileged content thereby creating a 
merchantable content (column 16 lines 5-12); 

d) Making the merchantable content available to at least one other person 
wherein when the merchantable content is used, the key and a second identifier 
are provided to the clearinghouse and wherein the clearinghouse using the key 
to identify the first account and royalty amount, authorizing the royalty amount 
from a second account referenced by said second identifier to the privileged 
content provider account (said first account) (column 18 lines 15-42 and column 
22 line 50 - column 23 line 21 and Fig. 6). 

Downs does not explicitly state said royalty amount is transferred to said first 
account. It would have been obvious to one of ordinary skill in the art to allow the 
royalty amount to be transferred to the first account or the privileged content provider 
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account as soon as the purchase is properly identified because this would accelerate 
the royalty payment to the content provider. 

As to claim 6, Downs teaches the step of combining said key with the privileged 
content includes the step of encrypting said privileged content with said key to create 
said merchantable content (column 16 lines 5-12). 

As to claim 7, Downs teaches a method of providing merchantable content 
having privileged content and a key to a user of the merchantable content, comprising 
the steps of (column 1 1 line 64 - column 1 2 line 1 2 and Figs. 1 D, 6): 

a) Providing a directory of merchantable content containing at least one 
merchantable content source to the user (column 64 line 28 - column 65 line 26 
and Fig. 1D); 

b) Allowing the user to download said at least one merchantable content source 
wherein said key represents an identifier for an account for the owner of the 
privilege content such that use of the merchantable content causes authorization 
of a royalty payment to said account (column 1 1 line 64 - column 12 line 12 and 
column 18 lines 15-42 and column 22 line 50 - column 23 line 21 and Fig. 6). 
Downs does not explicitly state said royalty payment is transferred to the content 

owner's account. It would have been obvious to one of ordinary skill in the art to allow 
the royalty payment to be transferred to the content owner's account as soon as the 
usage of the content is properly identified because this would accelerate the royalty 
payment to the content owner. 
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As to claim 8, Downs teaches a method of providing a clearinghouse for the 
exchange of transactional amount, comprising the steps of (column 18 lines 15-42 and 
Fig. 6): 

a) Receiving a first identifier from a first party (column 18 lines 15-42 and Fig. 6); 

b) Creating an first account for the first party referenced by said first identifier 
(column 18 lines 15-42 and column 22 line 50 - column 23 line 4 and Fig. 6); 

c) Receiving a second identifier from a second party and a royalty amount 
representing the cost of using a privileged content (column 9 lines 56-62 and 
column 28 lines 4-7); 

d) Creating a second account for said second party referenced by said second 
identifier (column 9 lines 56-62 and column 39 lines 3-4); 

e) Providing a key to said second party (column 16 lines 5-12); 

f) Receiving a transaction including the key and said first identifier (column 18 
lines 15-42 and Fig. 6); 

g) Using said key to identify said second account (column 18 lines 15-42 and 
column 22 line 50 - column 23 line 21 and Fig. 6); 

h) Authorizing the royalty amount from said first account to said second account 
(column 18 lines 15-42). 

Downs does not explicitly state said royalty amount is transferred from the first 
account to the second account. It would have been obvious to one of ordinary skill in 
the art to allow the royalty amount to be transferred from the first account (purchaser's 
account) to the second account (content provider's account) as soon as the purchase is 
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properly identified because this would accelerate the royalty payment to the content 
provider. 

As to claim 9, Downs teaches a method of using a merchant content, comprising 
the steps of (abstract): 

a) Receiving the merchantable content (Figs. 5-6); 

b) Retrieving a first identifier from a medium (column 18 lines 15-42 and Fig. 6); 

c) Using said merchantable content with said medium wherein the payment of a 
royalty amount is incurred by the use of the merchantable content (column 12 
lines 39-47 and column 18 lines 15-42 and Fig. 6); 

d) Retrieving a key from said merchantable content (column 18 lines 15-42 and 
Fig. 6); 

e) Transmitting said key and said first identifier to a clearinghouse wherein the 
royalty amount is authorized from a first account referenced by said first identifier 
to a second account referenced by said key (column 18 lines 15-42 and Fig. 6). 
Downs does not explicitly state said royalty amount is transferred from the first 

account to the second account. It would have been obvious to one of ordinary skill in 
the art to allow the royalty amount to be transferred from the first account (purchaser's 
account) to the second account (content provider's account) as soon as the purchase is 
properly identified because this would accelerate the royalty payment to the content 
provider. 
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As to claim 10, Downs teaches determining that a valid first identifier is received; 
and if not received, then preventing the steps of using said merchantable content 
(column 1 1 lines 22-24). 

Claim 1 1 is rejected for the similar reasons as claims 1 and 9. 

Claims 12 and 17 are rejected for the similar reasons as claims 8 and 9. 

As to claim 13, Downs teaches the transmitter includes circuitry capable of using 
Internet (column 1 lines 61-67). 

As to claim 14, Downs teaches the transmitter includes circuitry using a wireless 
communication link (column 7 lines 4-8). 

As to claims 15 and 18, the verifier circuit and the disabler circuit are taught by 
Downs as the clearing house including capabilities to verify if the first identifier is valid, 
and if there if no valid identifier received, preventing the usage of operation (column 11 
lines 22-24). 

As to claims 16 and 19, Downs teaches the medium use mechanism includes a 
decryption circuit coupled to said merchantable content receiver and said merchantable 
identifier capable of decrypting the merchantable content with said second identifier 
before using the merchantable content with the medium (column 22 line 50 - column 23 
line 50 and Fig. 6). 

As to claim 20, Down teaches the apparatus is a device from the group 
consisting of computers, printers, plotters, video cassette recorders, cassette players, 
MP players, compact disk players, floppy drives, zip drives, and fax machines (column 2 
lines 2-13 and column 57 lines 45-62 and Figs. 12, 16). 
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Conclusion 

6. The prior art made of record and not relied upon is considered pertinent to 
applicant's disclosure. 

Stefik et al. (U. S. Patent 5,629,980) discloses a system for controlling use and 
distribution of digital works. 

Sixtus (U. S. Patent 5,903,721) discloses a method for executing online 
transaction between a vendor computer and a user computer. 

LeBorgeois (U. S. Patent 6,026,166) discloses digitally certifying a user identity 
and a computer system in combination, comprising a purchaser computer, a merchant 
computer, and a financial clearinghouse. 

McKeen et al. (U. S. Patent 6,529,880) discloses an automated payment system 
for a plurality of remote merchants includes a clearinghouse server, a plurality of 
customer tags and a plurality of local merchant systems. 

Evans et al. (U. S. Patent Application Publication US 2003/0120557 A1) 
discloses electronically distributing software over a network. 

Smith et al. (WO 95/34857) discloses controlling the registration of installation, 
licensing and metered usage of software products. 
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Inquire 



Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Mary Cheung whose telephone number is (703)-305- 
0084. The examiner can normally be reached on Monday - Thursday from 8:00 AM to 
5:30 PM. The examiner can also be reached on alternate Fridays. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, James Trammell, can be reached on (703) 305-9768. 

Any inquiry of a general nature or relating to the status of this application or 
proceeding should be directed to the receptionist whose telephone number is 703-308- 
1113. 

The fax phone number for the organization where this application or proceedings 
is assigned are as follows: 

(703) 872-9306 (Official Communications; including After Final 



(703) 746-561 9 (Draft Communications) 

Hand delivered responses should be brought to Crystal Park 5, 2451 Crystal 
Drive, 7 th Floor Receptionist. 



Communications labeled "BOX AF") 



Mary Cheung 
Patent Examiner 
Art Unit 3621 
August 25, 2003 
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